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The equity incentive system was born in the United States and developed rapidly 
in the western countries. People praised for its successful incentive effect. However, 
with the outbreak of financial scandals in the Enron and WorldCom, the equity 
incentive system was also controversial. China Securities Regulatory Commission 
promulgated the ‘Listed Companies Equity Incentive Management Approach (Trial)’ 
at the end of 2005. Since then, the implementation of China's equity incentive has a 
system guarantee. Due to the existence of principal-agent problem, the inefficient 
investment of listed companies often occurs. As a long-term incentive mechanism, 
equity incentive which is widely used in Chinese listed companies could alleviate the 
principal-agent problem between shareholders and management in part. Equity 
incentive is also the most widely used in the manufacturing industry which is the 
basic industry in Chinese national economy with the largest number of listed 
companies. so to study the impact of manufacturing equity incentive on investment 
efficiency is of great significance. As the time period of the formal implementation of 
equity incentive system in China is not long enough, the effectiveness of this system 
need to be further tested, so this article selected manufacturing listed companies as 
samples, empirically tested the effect of equity incentive, from the perspective of 
investment efficiency. 
Based on the theory of management incentive equity, this paper selected listed 
companies in Shanghai and Shenzhen Stock Exchange from 2010 to 2015 as research 
samples. First, the company's inefficient investment data is gotten according to the 
Richardson (2006) model. In the regression model, the inefficient investment and the 
implementation of equity incentive are the dependent variable and independent 
variable respectively, accompanied with some related control variables. This paper 
first examines the impact of the implementation of equity incentives on investment 
efficiency in the manufacturing sector. Second, it compares this kind of impact 
















Finally, it examines how the stock options incentive and restricted stocks incentive, 
two widely used incentives, have different effects on investment efficiency.  We find 
that the equity incentives can't improve the investment efficiency. Compared with 
non-equity incentive companies, companies, which implemented equity incentive, 
have lower investment efficiency. The negative effect of equity incentive is more 
significant in non-high-tech enterprises, but it is not significant in high-tech 
enterprises. In addition, the negative effect of stock options on investment efficiency 
is not significant, and that of restricted stocks on investment efficiency is significant. 
The research of this paper has the following contributions: First, it provides new 
evidence about the rational effect of equity incentive; second, it further explores the 
incentive effect from two new incentives perspective, the high-tech and non-high-tech, 
stock options and restricted stock. At the end of this paper, we provide some 
suggestions to improve the salary structure and governance mechanism of the 
company, hoping to provide a reference for the positive effect of equity incentive. At 
the same time, there are some limitations which could foster a deeper research in the 
related topics. 
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2016 年底，我国沪深 A 股上市公司已经有 937 家公司推出过股权激励草案，其
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